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BY HAND DELIVERY

Ms. Magalie R. Salas RECEIVED
Secretary MAY 3 19
Federal Communications Commission"iliRAt 99
The Portals CQMMUNICATlO~

445 Twelfth Street, S. W. ~OFTHESE~~
Washington, D.C. 20554

COLUMBIA SQUARE

555 THIRTEENTH STREET, NW

WASHINGTON, DC 20004-1109

TEL (202) 6!l7-5600

FAX (202) 6!l7-5910

Re:

Dear Ms. Salas:

Notice of Ex Parte Communication Regarding Direct /
Access to the INTELSAT System, IB Docket No. 98-192,
60-SAT-ISP-92

On behalf of BT North America Inc., I hereby include for filing the
attached written testimony of Richard Vos, Head of International Satellite
Consortia for British Telecommunications pIc, that was submitted on March 25,
1999 to the U.S. Senate Subcommittee on Commerce, Science, and Transportation.

Two copies of this transmittal letter and presentation are being
submitted to the Secretary pursuant to Section 1.1206 of the Commission's rules, 47
C.F.R. § 1.1206. Please return a date-stamped copy of the enclosed (copy provided).
Please contact the undersigned if you have any questions.

Respectfully submitted,

HOGAN & HARTSON L.L.P.

By:~ ?rJP.,
4t~.Miller

Attorneys for BT North America Inc.
Enclosures

cc: Jim Ball, Deputy Chief, International Bureau
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Marcb 25, 1999

Wrluea TestilhOll1 or Ricbard VOl, Head of Intel'Ddlollal SaIeIUle COatoI1il for Britilb
TelecommaDicatiDIII pic.

My name iI Ric:bard Vos.lIId I AID the Had of IDblrUtioaal Satellicc Coasonia on behalf ofBritish
TelecoBJlQuniCltiOPS pic r"BT") ofdie United Kiqdom. I am re$pODSiblc for BT',llteJhcc equity
invCltmCntsl and the UK Siptory Aftairl Offkc ('"SAO'').l I am also servia. cum:ntly as the elected
Chairman of the Board of GOvetDOtI of the International Telecomml.l*.dons SateJlicc Orpnization,
OOELSAT.J I appreciate uvin; the oppommity to submit written tatimony regarding S. 376. the "Open
market Reorpnization for the Betterment of lDtemationaJ TelecommuDicalion' Act," on the record of this
proceeding.

I believe that OD beb&lf ofBT, the UJC Signatof)' to OOELSA1'. I can provide a valuable perspective
regarding the .,,"cuM implementation oflNTELSAT direct access in the UK sill(:o 1994. Moreover.1I
the reprelCntativc of the INTBLSAT SiplOry that iDiliaccd the priYltizalion proc:eu &Del as a member of
the INTELSAT Baud of Oovemon. I believe that I can provide useful iuformation regardiDg the process
of privatization. Finally, I would like to QpresI BT', opposition to S. 376 in its c:urrent form. both from its
PCJ'IIpec:ti.vc U IllINI'ELSAT member and UX SianatorY, and q I carrier in the U.S. market through BT's
wholly~wnedaubaidiary, B1' North America Inc. (''STNA'').

Imple....lltl.-. Di!'ee& Aecea in tile UK au RnultH. in Sipifieut Pro-competid.. Benefits aad H.
SlnllClheaed BT'. AlllbitiOD to PriYatlze INTELSAT.

The UK mc:c:cuflllly implctDCl\tr:d Level 4 direct acccu in 1994. UK opcratora DDW clea1 directly widl
INTELSAT for their capacity needI, payilll the same IN'TBLSAT UtiliZidon Cbarae ('We"') ••
Signatories. iacludiDB DT. This arraqeme1lt is opea to alllicenaed entitic:l. IY operators bcncfjtilll from
this arrmpment also invest in INTELSAT acc:onIm, 10 IbCit US&Se.~ they DOl only pay the flat roc but
receive I rctum on iDVClUnenl on the samebasil as aSi~.

DT ameady hu equity UlVClbllenlS in INTJiLSAT, Wnarsat, EtJTELSAT.I-CO. aDd New Skies
SateUites.

The SAO was ctUted in 1989 to allow UK-liceased entities 10 access INTBLSAT. hunanat aDd
El.J'1'ELSAT capacity. Tbe SAO cblracs a flat fee lUrk-up over Ibc basic ccmsonium utilization
cbatF (C1IftCDIly 7'11) aud is separate from BT'. COIlUDel'CW operations. The SAQ.e1olcd for
JNTELSAT buIiDr:II ill 1994 upon the introdDctioDof fuU &ad open 'ievel4' direct acccu.

The YiewI cxpreued in dlia tatiDlOD)' an:: solei)' tboae of BT &lid are DOt UdeDded 10 reflect die
views of Ibc INTELSAT Board of Ooveman•

•

2'd

Under the INTBLSAT~ access arrlJIICIIICIIU, operators hive the optiOll to requeat iDCl'lllSCl
and~ to tbeir basic utilization driveo &lWaboldin: at die lime of an INI'ELSAT
inyestlncnt' share redetermination. -

BT Nortil"-ica IIIc.
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DitcellCCCls bu n::dIad the I:OItI of INTELSAT KGCII in the UK far below equivalent cbataa ill the
Uniled StIlN. COmpetitiOn ill the UK satellite sarvices market has bcea si,nificandy increased. At the
prcseat lime. INTBLSAT has IJ'DUDd 20 UK cadtiel buyinc upadty under thillrranpment. includinl&
lubsidiary ofColllllt and • number ofother U.S.ooOWMd companies. BT bu no role in or visibiliEy of thiI
process, nor does it make or rccc.ivc paymcD15 for or on behalfofany of lhcIc entities.

Under au arranpmant such IS this, tbcrc is DO room for companicl to chirp the nwk·upl over the IUC
. dw U.S. carrierI expcriera from ComIaL Pric:cS fat INT£LSAT capacity In die UIC. and forservicea

delivered uain, INTELSAT c:apacit,.arc determined IOloIy by what the marbt will bar.

BT hu lon, believed dw the concept oftbc INTELSAT SiaaatotY acblllil the sinaIe conduit for those
wanting Iceen a:l capacity il wbolly idCOllSltteBt with competitive market principia, Furthermore. the UK
bu lone believed dw lNTEL$AT abould become moreco~aI. both to allow it to compete with
commerciulyaraDI aad because the currem Ieruc:ture. iI outdated. In no ....do we feel tbat
implemcutation ofdilcct .ccal is the end of the privatization ptOCCSS; to the contrary, BT ICCI
implementation of ditect aceeu In the UK u a loJic:al and imponanlltep rowarda privadzation.J

INTELSAT Is MOYinI SwiftIJ Toward Privatiaatio..

I believe that there ila clear \IlIdetsrandinland 8c:laIow1edaement ilmoullNTELSAT's ltakcholciers thal
lhe orpnilation must change. At ita March 1999 meetinc. the INTELSAT Boad of Oovemora iastrueled
the INI'BLSAT manapmcnt to perform an in-depth lDIlysis ofspecific options for chanSinllNTELSAT
from an iDlerJOvemmentll orpnisatkm into a private company. INTBLSAT manapment ia led by Mr.
Conny Kullman, Direcror GeacralIDd CbiefExecutive Offacer, who wu elected by the INTELSAT Board
lut year 011 a clear pru-privatization platform. The INTELSAT Board ofGovernors will be matins formal
rec:olD1DlmClatiollll re&ar'din. privatiution to the nat meetilll oftha Assembly ofPartiel in OCtober 1999.

ODe Dfthc moll important upectI of the pri\'.ti~don ptOCCtl it to develop. mecbaaism to enaure that
lNl'ELSAT'1 lifelina CDMBCtivity obliptioa C&D be auaranteed under. privue compuy structure.
INTELSAT'I role ill coaaectin& lbe world is widely NCOpir.ed and ia of vitll impottaDce for lubsllDliall,
an of~AT'ISiptories, including BT. and the major U.S. c:arriers. The prinr;iple DI CODtilluity of
exildlll servic:ea is IDOther cntic.t elerneot. It will DOl bet pouible to rarrucrure INTBLSAT jf this reaulll
irI e~stinl teMcu beinl terminated due to difficu11ica over IlDdiag ripll. For these re&IODIt any
priYatizatioD scheme will aee:ealarily include a mechanism to eu-antee INTEL$AT'. tifa111l8 collMCtivily
obliption,

Theae aDd other ialues will be dileulled inteaaiwly over the com!11B moatb.1IId will form put of the
Board',~ to rbe Allembly ofPaniet later Ibis year. BT'I ambidon is that the Board
should pracnt. comprc:bcnsive pacbp of reeommcndatiODl to the Aucmbly of Putiea ia October 1999
to allow implcmeatatioa of the choIea way forward clurina 2000.

BT 0,,-S. 37" tile OpID-MarUt.....niutioa for tUBeu.~totlatmlatioaal
TeIeeo••UBlcado. Aa, In I. C1PTeat Fora.

The foUOwina views .... &ivan mtba conlat CIt BT's poIitiOD u a .1lbstaDIia1 iftvestor in nfrBLSAr IIIll
u allier oflNTELSAT c:apaQty ill the UnltDd Swa. both directly and via our partaerI.

:c:r:tputJdpatJ:d in d1cPCC'lUcccntdinctacc:eu procecclin.,m Docket No. 5J8-182,Filo
No. 60- -1SP-97. IIId we would rupectfully refer you to me comments we flied In that

• few • more extenIive ddcuUioll ofOur aplerience in die UK. -
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1. TIw Cu.rnat La...... in tile 8W M.J DeIIQ tIIIlNTELSAT Pri••tiMtioA Proc:III. lNTELSAT
wu ctUted by inwnational neJC)tiltions involyja, vision, ambition and compromise. Likewise. reform of
lNTELSAT can only be achieved tbroulh international ncsociation and apcment. Chmone will happen
when the coacemt and ambitions ofINTELSAT's memberlln: understood.nd have beelI fully debated
and taken into account durilll negoliarions. As noced above, si,niricant prosress his already been made in
this pri\/atiation pmc:eu.

The U.S. played the leadina role in rhe creation ofINTELSAT and it i5 appropriarc: for it 10 do likcwile in
tile reIorm proc:cu. Iadeed, thiI prOCCI6 would be mucb the poorer "''a'e there to be alack of ideas and.
ambition from JNTBLSAT'. members. HoWlvet,I respectfully submit dw the "CIn'Ot and stick" .~ture

of the bill, whaein direclllCCCU il the canol held out ad liven only once appropriate privatization h..
beeD u;lUevcd. bu no place ia a pnx;cIIluda u INTELSAT refaml. The usc of IppIOId\cIlUCh u these
may well have the opposite effect ofCon.,....'. purpoIe add teSUll in. delay of privaliZaUoo.

at stroD&ly beliews that implementation ofdirect .cceu ill tile VnilCd S1aleI would send I positive lipi
to INTELSAT IDCIIlben ICludinc the whole privatization process. "'irh OVCl' 90 COU1lbies bavina already
implemented IOJUe tonu of dRct~ there is ccmlidcrab~ c:ooJ1Won lI'OuDd the world resardins tbe
apparc1tt rcticcncc of the UaillCd StalCI to do liIrewiIe. Tbe~I U.s. policy approacb and rcc:ent WTO
commitments faVOring open IDIrketi and compelitive provisioa oraclecommuniutionl fu;ilities and
services cmly scm: ID underliM thiJ canfUlion.

2. The BUI Erro_cnllly M.as. LiIIk Retwlta Prifttlalioa add D1reUA~ The bill is bued OD

III inlccunac premise, namely that tbc privatization of INTELSAT and implementation ofdirect ICcelS Ire
related. DireCt aeeess and priyattzatign are leeaflle issue. and should not be tied toFther.

We are IIOt aware ofany eVidence IUuestini that these two iISueI are linked in the mindI of any other
INTELSAT SiBtWm'Y or PIny. Direct access in rbe UX IIWkd has &CIulJy strengthened BT'.
cornmilDleOt to INTELSAT privllizadon. a1ld we remma kcea. to have INTELSAT opcratins Oil I norlDlJ
colDJDCr'CiaJ baIis. BT'I resolve ID priVItiH INTELSAT u IGOG as possible would IIOt be weakened by the
introduction of direct u;ceu In the United States.

I am beD also to take this oppommiry to dispcI the nodon lbat cIftct ICCeIiI is somehow cquivaJenllO
livh1& INTBLSATJDIIbt ICCCII in abe UDi..Swea. nu. illlllDifCldy DDt tbc cue. INTBLSAT docs
DOt, nor can it UDder ill curtedt strucmte, after we1lire services to ~WDerI. INTELSAT iI permitted
only to seU .atcWtc L"'D'cil;,y to orbcn for the offeriq of 1CrYicca. Under a direct access rcaime, the Pee
would contin.. ID c:onttoIlieenlirI&. hnplementina d.iJ'ect 1CCeSS. '"bicb can now be done appropriately and
.imply uDder tbc cxiltia& INI'ELSAT dircct ICCCI. framework. ",ill simply mean that prices for
INTELSAT CIpICity in the UnilBd. Stares will be..raced drbaabcaUy. In the UK. tbiI hal also I'ClIUJted fa
~ prieeI b c:ouumcn, IDd dIcrc Ihould be no reason chat this mocId would not a1Io apply iq !be
United StaIeL

Reprdins fubJre acceu 10 die U.S. lIIIrkct tor INTELSAT IS a privare company. DT fully ICCeplI and
IJIticipata tbal the Unillld SIllIeS would wish ID apply Ibe concept ofa level playitll fjeJcl betwQ:D
INl'ELSAT and other colDJllClda1l11dllte campania. Should INl'ELSAT DOl comply with prev.Wne
competilioa laws or othercriteria. thea it IhouJd DOl enjoy U.S. IIIII'ket ac:ceu. However, a prcsumplion 1D
favor ofKa:II b INTBLSAT 1D die future would canfw CDDnDDIII JOOd wiU and WOUld. In myJudpeat.
be I YfIIl'/ positive cootribution flO lbe privatiAlion proccu. Suc-b I presumption is clearly mp1ac:c for Ibe
UK lilUation.

3. '7riYatiIa1iaa" .... • DIIIBed by.. oltjlet:lYe EwaL If-. bill doeI eventually 10 forwInl
with privatizatioD U I c:oadition pra:aScnt 10 din::cl KCaIo~ should It lcut be I clar, objectivee~
0&., defiaition ofptvltizatiaG) dw CriJpr. direet.cceN. Spoc:itkally. the cwent of ''privltization'' should
be defined u haYiu)~ when & ftDal vote ofIpproval orpri\'atiwion by the 1NTELSAT Aalembly
ofPIItics is pasud \Wedin DIe feCAl ItruCture and ch&rlc:terisba oUbe priyatizeci INTBLSAT ItO created.
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Thia would mean that thil clearly defined evant - and De! a IOvcrnmcntal certification - would trigpr
direct 1CCeIS.

... Tbe Propaaed Certiftcatioa Procaa II n.wed. Finally. if Con.... would require ecrtificatioa of
privatization. luch c:ertification must It the very Iwt be done Ihrou;h I public. IrIDIp&I'CI1l. and objective
procell bued OD clear erheri.. within a strict timef'nmc.and lubj~t to judicial review. The CWTOIlt
version of the certification pI"OCeII .nd factorJ for consideration would allow debate fO 80 on behind closed
doon and endlessly••11Ch that direct ICCClllnly not be allowed for E!! even .fter INTELSAT ia
privati*.

BT belic'ltS that. public. lransparcnt.1IId objective praceu in which iaterested ~r1Ons llre able to Hpfqs
their views, altatutor)' c*dIine. QldjudieiallCCOunrability would help to c:urc these deflcicnciea. Also,
BT believes Ibat the Pederal Communications Commission is the proper authority to perform the
ccnificadon prgccu.

f
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